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SUBJECT: KENYA FIBERS APPLICATION 

REF: STATE 59813 

1 . MET MARCH 19 WITH SHAMALLA, UNDER SECRETARY, MIN FIN 
AND PLANNING. SHAMALLA ADVISED OF MARKETING, ECONOMICS 
AND FINANCIAL PROBLEMS IN STAFF'S ANALYSIS SUBJECT 
APPLICATION AND THAT PROSPECTS FOR APPROVAL WERE DIM. 
SHAMALLA STATED THAT GOK'S ANALYSIS SHOWED PROJECT VIABLE, 
AND GOK WAS COMMITTED TO PROJECT. ONE-HALF OF TOTAL EQUITY 
RECENTLY PAID IN. SHAMALLA EXPLAINED PROGRAM FOR BAN 
ON COMPETING IMPORTS AND REMISSION OF DUTIES ON CAPITAL 
EQUIPMENT AND RAW MATERIALS IMPORTS. HE WAS TOLD OF 
OUR CONCERN THAT THESE SUBSIDIES WOULD HAVE TO LAST 
INDEFINITELY. SHAMALLA WAS ASSURED DECISION ON SUBJECT 
APPLICATION WOULD BE BASED ON PROJECT ANALYSIS AND NOT 
ON ANY DOUBTS CONCERNING CREDIT- WORTHINESS OF GOK. 
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2. IN MARCH 18 MEETING WITH KIBINGE, PERMANENT SECRETARY, 
MIN FIN AND PLANNING, TO DISCUSS EAST AFRICAN AIRLINES 
(EAA). KIBINGE ASKED ABOUT STATUS OF SUBJECT APPLICATION. 

HE EXPRESSED THE HOPE THAT OUTCOME OF KENYA FIBERS WOULD 
NOT BE AFFECTED BY OUR EAA DIFFICULTIES. KIBINGE 
ACCEPTED WITHOUT COMMENT OUR DESCRIPTION OF KENYA 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


FIBERS ANALYSIS. 

3. EMBOFF AND VISITING OPIC OFFICIAL ADVISED THAT KENYA FIBERS' 
APPLICATION HAD BEEN TURNED DOWN BY DEVELOPMENT FINANCE CORP. OF 
KENYA (DFCK) AS AN UNECONOMIC PROJECT TOO HEAVILY DEPENDENT 
UPON TARIFF PROTECTION. (FYI: DFCK OWNED BY UK'S COMMON- 
WEALTH DEVELOPMENT CORP., GERMANY AND DUTCH AID AGENCIES 

AS WELL AS BY KENYA GOVERNMENT.) OPIC OFFICIAL ALSO CON 
FIRMED OPIC S DENIAL OF SUBJECT FINANCING APPLICATION. 

OPIC HAD SERIOUS QUESTION ABOUT PROJECT VIABILITY RE- 
QUIRING HEAVY TARIFF PROTECTION FOR INDEFINITE FUTURE. 

REGARDLESS OF MARKETING QUESTION, OPIC ADVISED CHEMTEX 
THAT PROJECT ALSO APPEARED HEAVILY LEVERAGED AND WOULD RE- 
QUIRE AT LEAST THREE MILLION DOLLARS MORE EQUITY. 

4. LOCAL PRESS REPORTED ON MARCH 16 CONSTRUCTION HAS 
STARTED ON COMPETING SYNTHETIC FIBERS PLANT (AFRICA 
FIBERS AND SYNTHETICS). NEW PLANT’S DAILY CAPACITY: 

FOUR TONS OF TEXTURIZED POLYESTER YARN AND 2.5 TONS FILAMENT 
TEXTURIZED NYLON YARN. THIS PROJECT ALSO HAS 
GOVERNMENT PARTICIPATION. 

DECON 3/21/78 
MARSHALL 
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